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THE CIVIC FEDERATION REPORT ON PUBLIC 
OWNERSHIP. 

The relative merits of municipal and private operation of 
public utilities have for many years provided students of 
economics and government with their most fruitful field of 
controversy. No question in the domain of public admin- 
istration has been discussed with greater interest and zeal 
on both sides, and none has disclosed the existence of ably 
supported opinions so utterly irreconcilable and at the 
same time of such unquestionable sincerity. In the eco- 
nomic literature of the past decade, discussions of this sub- 
ject bulk large; yet it may reasonably be doubted whether 
the major part of them have rendered much service save 
to becloud the true issues involved and to render more ex- 
asperating the task of those who, without special knowl- 
edge, approach the problem in the hope that their honest 
doubts may be resolved. 

One reason for this situation is to be found in the plain 
fact that most contributions to the discussion have been 
characterized by an obvious bias, which, if it has not ren- 
dered them worthless or worse, has at any rate seriously 
impaired their effectiveness. A more formidable obstacle 
to sound and rational conclusions, however, has been pre- 
sented by the utter inadequacy and the controverted char- 
acter of the material which has until very recently been 
available as a basis of study. There has been, it is true, 
an abundance of data, compiled from time to time by the 
friends and foes of municipal socialism; but these statistical 
compilations, besides being for the most part narrow in 
scope, have in many cases been open to question in point 
of accuracy and fairness, and have more often been brought 
together to buttress arguments already framed than to af- 
ford an adequate basis for scientific analysis. Students 
of political science who appreciated this situation were 
gratified, therefore, when the National Civic Federation 
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of the United States announced, some three years ago, 
that it proposed to get together impartially and on a com- 
prehensive scale the concrete facts relating to municipal 
and private operation of public utilities, so far as such 
facts could be obtained from a thorough investigation 
of the experiences of selected cities in Europe and in Amer- 
ica. This announcement was followed by the appoint- 
ment of a large and representative Commission on Pub- 
lic Ownership and Operation; and under the direction 
of this body a detailed study of the subject was made 
during the years 1906-07. The results, in three bulky 
volumes, are now at the disposal of those interested. 1 

The investigations carried on under the auspices of the 
Federation covered important cities in two countries only, 
— the United States and the United Kingdom; for the 
commissioners decided with practical unanimity that 
the dissimilarity in political and other conditions between 
the United States and the countries of Continental Europe 
rendered the experience of the latter quite inferior in value 
for purposes of comparison, — a decision which may not secure 
concurrence in all quarters. On the whole, however, this 
course was the wiser, for, if the commissioners had en- 
deavored to cover the larger field, the thoroughness of 
their work would doubtless have been seriously impaired. 
Furthermore, the investigators confined their attention 
to four important municipal services, — gas, electricity, 
water, and transportation, — the first two utilities being 
studied in both countries, the third in some selected cities 
of the United States only, and the fourth in some British 
municipalities exclusively. To the various interesting 
subsidiary experiments which many British cities have 
been making in the field of municipal trading, — such as 
public ownership of docks, abbatoirs, workingmen's dwell- 
ings, and so forth, — the commissioners found it impos- 
sible to devote any time. 

1 Municipal and Private Operation of Public Utilities Report to the National 
Civil Federation, Commission on Public Ownership and Operation (3 vols , New 
York, 1907), pp. 489, 1230, 768 
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Despite these broad limitations, however, the investi- 
gations covered some forty municipalities in all, of which 
about two-thirds were cities of the United States. In 
each case expert engineers and accountants were employed 
to make the necessary detailed examinations, two ex- 
perts being usually set to work upon the affairs of the 
same plant in order that all data relating to efficiency 
and cost of service might be not only complete, but ac- 
curate beyond any reasonable doubt. The commissioners 
themselves, besides supplementing this expert scrutiny by 
their own observations, took pains to study the history 
of each undertaking, the legislative background, the struct- 
ure and functions of the local governing authorities, and 
various other phases, such as the relation of public or pri- 
vate operation to local politics or to the local labor situ- 
ation. The lines of investigation with reference to each 
public or private service fell thus into four main chan- 
nels: an inquiry into the history of the service and a 
summary of the legislative provisions relating to its estab- 
lishment and development; a study of its engineering 
and technical problems and of the ways in which these 
had been solved; an examination of the finances of the 
service with a view to determining the relative economy 
of the two forms of management; and, finally, a close 
observation of the relations between the service and the 
political organization and activities of the municipality. 

After the investigations in each division of the work 
had been completed, the material was carefully digested 
by sub-committees selected for the purpose; and upon 
their reports the commission as a whole came with sub- 
stantial agreement to the following general conclusions: 

1. Public utilities, whether in public or in private hands, are best 
conducted under a system of legalized and regulated monopoly. 

2. Public utilities in which the sanitary motive largely enters should 
be operated by the municipality. 

3. The success of municipal operation of public utilities depends 
upon the existence in the city of a high capacity for municipal govern- 
ment. 
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4 Franchise grants to private corporations should be terminable 
after a fixed period, and meanwhile should be subject to purchase at 
a fair value. 

5. Municipalities should have power to enter the field of municipal 
ownership upon popular vote under reasonable regulation. 

6. Private companies operating public utilities should be subject 
to public regulation and examination under a system of uniform 
records and accounts and of full publicity. 

7. The Committee takes no position on the question of the expe- 
diency of either private or public ownership. The question must be 
solved by each municipality in the light of local conditions. ... In 
some cities the companies may so serve the public as to create no dis- 
satisfaction and nothing may be gained by experimenting with mu- 
nicipal ownership. Again, the government of one city may be good 
and capable of taking care of these public utilities, while in another 
it may be the reverse. In either case the people must remember that 
it requires a large class of able men as city officials to look after these 
matters. They must also remember that municipal ownership will 
create a large class of employees who may have more or less political 
influence. 1 

Most of these conclusions will provoke no dissent. Some 
of them, indeed, have long since become commonplaces 
of political science; as, for example, the conviction that 
there can be no effective competition between natural 
monopolies operating in the same area, and that the only 
satisfactory alternatives are regulation, on the one hand, 
and direct control, on the other. A half-century ago 
many European cities attempted to solve the problem of 
securing efficient public service by enfranchising rival 
companies, and a little later some American municipali- 
ties sought the same end by granting to single corpora- 
tions unrestricted privileges in perpetuity; but in both 
cases the experiments proved so decidedly unsatisfactory 
that neither policy nowadays makes any claim to serious 
consideration. 

Again, in removing from the debatable list all those 
public services in which the "sanitary motive" is domi- 
nant, and, recognizing that such utilities have special claims 
upon tne policy of direct operation, the commission has 

1 Municipal and Private Operation of Public Utilities, vol l pp 26, 27. 
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merely given adherence to what has become, during re- 
cent years, a well-grounded conviction in both countries. 
In this field, however, its investigations are of distinct 
service in that they have established beyond question, 
through a detailed examination of the water services of 
six large American cities, that this utility presents in 
favor of its municipalization several vital arguments which 
do not appear at all in the case of other public services 
(such as lighting and transportation), and hence that 
questions of policy affecting the two classes of utilities 
should not be approached in the same way. As the facts 
show, the city is everywhere the largest individual cus- 
tomer of the water service, and as such has a direct pe- 
cuniary interest in the economy of its management. Qual- 
ity and cheapness of supply, furthermore, are intimately 
related to almost every provision made by the municipal 
authorities for the protection of the city's health and for 
the promotion of cleanliness; while upon the efficiency 
of the water supply at critical moments a very important 
civic department — the fire protection service — is forced 
to place absolute dependence. The case for municipal 
ownership and operation of the water service may thus 
be readily established upon other than purely economic 
grounds. Indeed, the arguments in its favor are not such 
as may be effectively rebutted by evidence that munic- 
ipal operation is quite the more costly of the two forms 
of management. That the expediency of municipalizing 
this service is actually receiving consideration upon its 
own individual merits, and that questions of policy re- 
lating to it are being differentiated, as they should be, from 
problems affecting the other chief municipal utilities, 
seems to be proved by the steady extension of direct munic- 
ipal control to this particular service, — a feature which 
the commissioners noted as a phenomenon of civic devel- 
opment in both countries. 

As to the relative merits of municipal and private oper- 
ation with reference to those utilities in which sanitary 
considerations are not influential, — notably the lighting 
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and transportation services, — the commissioners found 
themselves unable to concur in any broad conclusion. 
The outcome was doubtless a source of disappointment to 
those among them whose strong personal predilections 
for or against the policy of public ownership are matters 
of common knowledge. That no comprehensive general- 
izations could fairly have been made, however, will be 
patent to any one who takes pains to scrutinize carefully 
and in a judicial spirit the evidence gathered by the com- 
mission's experts and presented fully in the body of the 
report; for, altho these investigators found manifest dif- 
ferences in point of relative efficiency and cost of service 
between plants in different cities, these differences were 
as well marked between services operated under the same 
form of management as between those operated under 
different forms. No satisfactory ground was afforded, 
therefore, for any general conclusion that either policy 
could lay valid claim to superiority in point of either qual- 
ity or economy of service. Nor may the average lay- 
man hope for much better success in reaching any defi- 
nite opinions; for he will find in the wealth of material 
which was industriously collaborated for the use of the 
commissioners so much that is highly technical in its 
nature that a serviceable interpretation of it is not with- 
out serious difficulties. Comparative cost of operation, 
for example, is a matter which one might readily think 
susceptible to facile analysis. But an examination of the 
statistical data on this phase of the question will quickly 
convince the reader that it is one of the most complex of 
the various factors involved, for any attempt to compare 
fairly and accurately the operating costs of different plants 
opens up questions of relative allowances for depreciation, 
contributions to sinking funds, extensions of service charged 
to annual expenses, and many like features, with regard 
to which no two services pursue identical policies. More- 
over, as the commissioners readily realized, comparisons 
of operating costs were vitiated by differences in local 
conditions, such, for instance, as the geographical envi- 
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ronment of the particular service. Thus in the case of 
gas plants it was found that variations in costs of opera- 
tion were attributable in large part to differences in the 
proximity of the plants to the coal fields and in the facility 
with which their by-products could be disposed. 1 On 
the general question as to whether economy in the pur- 
chase or the use of materials is more likely to be assured 
under one system of management than under the other, 
the data collected by the financial experts of the com- 
mission afford no reasonable ground for any definite con- 
clusion. This question remains as far from determination 
as before. 

With reference to the cost of labor as one of the im- 
portant elements in the determination of comparative 
operating charges there has been so much diversity of opin- 
ion among writers as to give the investigations pursued 
by the commission on this point a special interest and 
significance. In the cities of the United Kingdom there 
was found to be little or no difference in the remuneration 
given to "skilled or partly skilled labor" in municipal 
and private plants. In both services the customary 
union rates of wages were paid, altho in most cases the 
labor unions themselves were not given any express recog- 
nition by either management. Hours and conditions 
of labor were, on the whole, somewhat more favorable 
to the workmen in the municipal undertakings; but the 
differences in these incidents were not found to be of sub- 
stantial importance. With respect to "common, unor- 
ganized labor," however, the evidence showed very con- 
clusively that the municipality is much the more gener- 
ous employer. In most British boroughs the authori- 
ties had established a "minimum wage" which the com- 
missioners found to be distinctly higher than the minimum 

1 "The Sheffield company, which is able to buy good gas and coke-making coal 
at a lower price than any other company or municipality, and which finds a market 
for its coke at its very doors, . sold its by-products for more than the cost of its 
coal, oil, and other supplies As no other undertaking was so fortunate, a com- 
parison as regards prices and costs between Sheffield and any other plant not so 
well situated would be misleading and unfair " Municipal and Private Operation of 
Public Utilities, vol. 1 p 204 
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in private employment This discrepancy they account 
for by suggesting that, since the British municipal plants 
secure a somewhat better grade of unskilled labor, the 
difference in remuneration represents "little more than 
a comparison between the city's rate for the choice among 
laborers and the general rate for those private under- 
takings which employ men in perhaps the least requited 
of occupations." 1 

In the cities of the United States both skilled and un- 
skilled labor were found to fare much better under munic- 
ipal than under private management, 2 the municipalized 
services being, as a rule, characterized by shorter hours 
of labor, a larger number of special privileges, and a greater 
laxity of discipline. In addition they gave to labor in its 
lower grades a rate of wages which the investigators found 
to be, almost without exception, much above the general 
level prevailing in private enterprises of the same kind 
in the same locality. One can scarcely venture to as- 
sert, moreover, that this liberality is justified by any 
superiority in the quality of the common laborers em- 
ployed by the city. On the contrary, the evidence gath- 
ered by the commission bears upon almost every page 
its testimony to the inferiority of that class of unskilled 
labor which most readily seeks and most easily secures 
a place on the pay-rolls of the American municipality. 
Nor can it be said that this situation has been brought 
about by the systematic efforts of labor organizations, 
influential tho these sometimes are. It is rather in 
the activity of party politicians who respond so readily 
to the influence of wage-earners as individuals that one 
finds the real key to the situation. 

In both countries municipal services were found to be 
avowedly open to union and non-union men alike. Only 
one municipal plant in the United States and only two 

1 Municipal and Private Operation of Public Utilities, vol. 1. p 61. 

2 The only exceptions were found in the Southern cities, such as Atlanta, 
where colored laborers who have no voting power receive $1 00 per day of ten 
hours. 
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in Great Britain had any formal agreement with a labor 
union, 1 — an indication that the municipal authorities of 
both countries have been firm in their formal allegiance 
to the principle of open shop. At the same time the 
data presented by the commission afford ample evidence 
that, despite this ostensible absence of discrimination, 
the union interests are almost everywhere in control of 
the labor situation in municipal plants, and that labor 
leaders have little difficulty in forcing civic authorities 
into compliance with their demands. As one of the union 
officials in Chicago naively put it, "We tell them that 
these are our terms: they're politicians, and they know 
what to do." Indeed, the report embodies a wealth 
of testimony in support of Major Darwin's assertion: 
"The words municipal ownership do not suggest the real 
points at issue. When should labor be directly employed 
by the municipalities is the vital question," 2 and this 
finds recognition in the fact that one of the commission- 
ers, 3 whose personal partiality to the policy of munici- 
palization is well known, freely declares his conviction 
that "the proper method of dealing with employees is 
the most difficult and critical problem of municipal own- 
ership." 

An excellent illustration of the danger involved in this 
phase of municipal operation is afforded by the evidence 
which the commission presents concerning the organi- 
zation, activities, and motives of the Municipal Employees 
Association of Great Britain. This body, whose members 
are united to influence municipal elections in favor of 
those candidates who are ready to promise a betterment 
in the conditions of municipal employment, possesses 
a membership already running far into the thousands, 
and increasing, according to its official returns, at the 
rate of several thousand each year. "We have never 

1 The electricity department in Chicago, the Birmingham gas-works, and the 
Manchester tramways. 

2 Municipal Ownership (1907), Introduction, p lx. 

•Professor J R. Commons, "Labor and Polities," Report, Pt I., vol l. p. 99. 
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been defeated by a municipal body yet," declares an offi- 
cial circular of this Association: "if they decline a request 
to-day, we are up and at them again to-morrow." In 
some British cities, indeed, the activities of this organi- 
zation have become so prejudicial to the interests of econ- 
omy and of labor discipline that the drastic step of en- 
tirely disfranchising all municipal employees has been 
seriously proposed, and has obtained support even among 
true friends of municipal operation, like Mr. James Dal- 
rymple, manager of the Glasgow municipal tramways. 

Admitting all this, however, there are some who will 
urge, doubtless, that "the balance sheet of a city's wel- 
fare cannot be stated in figures," and that the policy 
of giving unduly favorable terms to municipal employees 
finds ample justification in its "beneficial industrial reac- 
tions," — in the service which it renders to society in hold- 
ing before the eyes of private employers an example of the 
satisfactory relations that may be established and main- 
tained when the employer displays, in tangible fashion, 
an interest in the personal well-being of the employed. 1 
The evidence accumulated by the commission, however, 
seems entirely to refute the assertion that the munici- 
pality, either in the United States or in Great Britain, is 
a "less impersonal" as well as a more generous master than 
the private corporation; for it shows clearly that the cities 
have taken little or no unusual care for the health, safety, 
education, recreation, or other incidents of their laborers' 
welfare. So far as the investigations went, the sanitary 
arrangements of municipal plants were found to be, on 
the whole, no better than those of private enterprises. 
Not one of the British or American municipal services 
of any kind incurred additional outlay for the provision 
of unusual securities against accidents; not one presented 
any systematic arrangements for the education of its 
employees or for affording them recreation in spare hours; 
and not one had any comprehensive system of providing 

1 George Bernard Shaw, The Common Sense of Municipal Trading (London, 
1904), especially pp. 34-42 
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sick benefits or pensions of any sort. The securities 
for redress against arbitrary dismissal the commissioners 
found, moreover, to be no more effective under one sys- 
tem than under the other, and even in British cities they 
secured no satisfactory evidence to support the common 
impression that the rank and file in municipal plants 
have greater permanence of tenure than those of private 
concerns. In the Glasgow tramway service, which is 
properly regarded as a model of efficient municipal op- 
eration, it was found that nearly half the employees had 
been in the service of the city for less than three years. 
Recognizing, very properly, that success or failure in 
the operation of public utilities is intimately related to 
the structure and calibre of the city government, the 
commissioners gave a good deal of study to the organi- 
zation and functions of the local governing bodies both 
in England and in America. The results of this exami- 
nation are set forth by Professor F. J. Goodnow in his 
paper on "The British Municipality" and by Mr. Walter 
L. Fisher in his essay on "The American Municipality," 
the writers in each case emphasizing in clear and very 
concrete fashion the fundamental differences in adminis- 
trative capacity between the municipal authorities of 
the two countries. Professor Goodnow lays adequate 
stress upon the divergence between law and practise in 
English borough administration, between the democra- 
tic provisions regarding the suffrage and the "aristo- 
cratic character of municipal institutions," between the 
decentralization of legal power and responsibility and 
the concentration of actual authority in the hands of a 
few experienced administrators. A municipal system which 
vests all legislative and administrative powers in the hands 
of a ponderous council whose members are nominated by 
party organizations and elected from the wards of a city 
for short terms, which gives the direct supervision of 
all municipal enterprises to large and cumbrous commit- 
tees of this council, which permits such committees virt- 
ually to dictate all appointments without any check in 
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the way of civil-service regulations, — such a system has 
indeed little which seems to make for economy or effi- 
ciency. Yet, as Professor Goodnow has shown, it has 
proved to be entirely compatible with the selection of a high 
grade of councillors, with the organization of committees 
which display unusual administrative capacity, and with 
absolute non-partisanship in the conduct of the impor- 
tant municipal departments. The simple fact is that in 
England healthy local traditions have maintained those 
features which American cities have not been able to 
preserve even through the application of the most strin- 
gent legislative safeguards. Thus it happens, as Profes- 
sor Goodnow points out, that, altho the council's com- 
mittees are reconstituted annually, it is not uncommon 
to find men who have served on the same committees 
for ten, fifteen, or even twenty years, — long enough, at 
any rate, to acquire a thorough familiarity with the de- 
partments under their control. Thus it is, also, that the 
higher municipal employees, altho they are removable by 
a simple majority vote of the council without even the 
formality of a hearing, are in fact never removed without 
good cause. 

Mr. Fisher's study of the governing authorities in Ameri- 
can cities has led him to portray a picture of a somewhat 
different tone, the main outlines of which are so familiar 
that they need scarcely be reiterated here. While Mr. 
Fisher does not gloss the real evils in the administration 
of American civic affairs, his analysis is particularly wel- 
come as affording in short compass a sane and conserva- 
tive discussion of the subject, free from the extravagances 
of statement too frequent in the writings of municipal 
reformers, and displaying proper discrimination between 
those evils which are organic and those which are merely 
incidental. Taking into account, therefore, the likeli- 
hood that the policy of direct municipal operation would 
find serious stumbling-blocks in some of the features of 
American local government to which Mr. Fisher directed 
special attention, the commissioners express their con- 
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viction that this policy can reasonably hope for success 
only when, as a preliminary, provision is made (1) for 
the appointment of an executive manager with full re- 
sponsibility, holding his position during good behavior; 

(2) for the exclusion of political influence and personal 
favoritism from the management of the undertaking; 

(3) for the separation of the finances of the enterprise 
from those of the rest of the city; and (4) for exempting 
from the debt limit the bond issues necessary for the es- 
tablishment of revenue-producing utilities, such bonds 
to be a first charge upon the property and revenues of 
the undertaking These measures, the commissioners 
believe, are indispensable postulates. Yet in no Ameri- 
can city where the merits of direct operation were under 
discussion did it appear that they were so regarded by 
the municipal authorities. 

Altho the material gathered by the commission will 
prove of the highest value to serious students of the sub- 
ject, those who expect to find in the report the final word 
on any important phase of the question will meet with 
disappointment; for even by the commissioners them- 
selves the same facts were interpreted in widely different 
ways. Mr. Edward W. Bemis, for example, found basis 
for the conclusion that "on water, gas, and electricity, 
the municipal plants have done better for the consumer 
than the private plants in anything like the same situation"; 
that "municipal ownership has marked advantages finan- 
cially"; and that "under proper safeguards it has im- 
portant social and political advantages." "After long 
experience with both public and private operation of 
municipal monopolies," he goes on to assure us, "public 
opinion in Great Britain is overwhelmingly in favor of 
public ownership and operation." His colleagues, Messrs. 
Charles L. Edgar and William J. Clark, on the other hand, 
express with equal assurance their conviction that "no 
intelligent reader of the voluminous record of the com- 
mission's work will fail to conclude that it clearly proves 
municipal ownership to be productive of many and seri- 
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ous ills with little or no compensating good." With re- 
gard to popula sentiment in Great Britain their judgment 
is that "there has been a divided opinion among the press 
and people as to the wisdom of municipalities conducting 
trading operations; no unanimous approval where it exists, 
and no great demand for it where it does not exist." 

If, indeed, there is any one thing which the report makes 
clear, it is the entire futility of expecting any general 
measure of agreement upon the main question at issue. 
Considered as an elementary question, there are no in- 
herent reasons why service under one system should not 
be as good or as economical under one system as under 
the other. But the question is never elementary: it is 
in every case complicated by local conditions to which 
the determination of local policy must have direct re- 
lation. It is entirely in keeping with the emphasis laid 
upon this correlation that the commission as a whole 
has refrained, and wisely refrained, from any attempt 
to pass judgment upon the merits of public ownership 
as a question of general policy. 

William Bennett Munro 



